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III. CREATING A BRIGHT
ECONOMIC FUTURE
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1 Over 20 years ago, economist Arthur Okun developed the con-
cept of a ‘‘misery index,’’ calculated by adding together the unem-
ployment rate and the rate of inflation, as measured by the
Consumer Price Index.

III. CREATING A BRIGHT ECONOMIC
FUTURE

There is no doubt that the economic strategy we put in place in 1993 created the conditions for
the extraordinary private sector growth we have all witnessed . . . Four straight years of deficit
cuts have produced the economic expansion as well as real benefits for ordinary Americans: lower
car payments, lower mortgage rates, lower credit card rates. This balanced budget will close a
chapter in American history: years—decades in fact—when our people doubted whether Govern-
ment could work for them and questioned whether our Nation could set and meet goals.

President Clinton
August 1997
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37IV.IMPROVING PERFORMANCE THROUGH BETTER MANAGEMENT

Table IV±2.PRIORITY MANAGEMENT OBJECTIVES
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Table IV–2-21000(PRIORITY MANAGEMENT OBJECTIVES—Continued)]TJ
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7

http://www.whitehouse.gov/WH/EOP/OMB/Finance/
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8 For further details, see www.gits.fed.gov.

best, most cost-effective ways to do the job.
Preliminary results of a Government-wide

http://www.gits.fed.gov
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45IV. IMPROVING PERFORMANCE THROUGH BETTER MANAGEMENT

tus, they may receive benefits for which
they are ineligible, and may deprive eligi-
ble applicants from the assistance they de-
serve. A better verification process for
credit and benefit programs can reduce er-
rors significantly and allocate resources
more fairly.

• Financial and program management:
Agencies often can address the sourcesten
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11. OVERVIEW
The commitment of the President and Con-





14511. OVERVIEW



146 THE BUDGET FOR FISCAL YEAR 1999

Table 11–1. FEDERAL RESOURCES BY FUNCTION—Continued
(In billions of dollars)

Function 1997
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Table 11–1. FEDERAL RESOURCES BY FUNCTION—Continued
(In billions of dollars)

Function 1997
Actual

Estimate

1998 1999 2000 2001 2002 2003









15112. NATIONAL DEFENSE

and one reserve wings, and three active
and one reserve force service support
groups.

Overseas presence, mobility, and the sus-
taining of a capable force structure are all
key to DOD’s ability to respond effectively
to crises. DOD’s effectiveness will be deter-
mined, in part, by the ability of U.S. forces
‘‘forward deployed’’ (that is, on site around
the world) and those deploying from U.S.
bases to rapidly converge at the scene of
a potential conflict to deter hostilities and
protect U.S. citizens and interests in times
of crisis.

• In the Pacific, DOD will deploy one Army
division, one Marine expeditionary force,
two Air Force fighter wing equivalents,
one Navy carrier battle group, and one
amphibious ready group with an embarked
Marine expeditionary unit.

• In Europe, DOD will maintain one Army
armor division and one Army mechanized
infantry division, two Air Force fighter
wing equivalents, one carrier battle group,
and one amphibious ready group with an
embarked Marine expeditionary unit.

• In Southwest Asia, DOD will deploy at
least one Air Force fighter wing equiva-
lent, one carrier battle group, and one am-
phibious ready group with an embarked
Marine expeditionary unit, in addition to
materiel prepositioned in the region.

The amount of sealift and airlift capacity
must be sufficient to meet deployment
timelines for deterring and defeating large-
scale, cross-border aggression in two distant
theaters in overlapping time frames, and
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Reengineering DOD’s Infrastructure:
DOD must develop new, innovative approaches
to manage and reduce infrastructure costs.
Following the end of the Cold War, the United
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Accurately Recognizing and Reporting Veterans Benefits
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the budget fully supports further progress
on our efforts to control weapons of mass
destruction by funding the Arms Control
and Disarmament Agency (ACDA) and other
programs that seek to negotiate cuts in,
or the elimination of, such weapons.

Relevant agencies will meet the following
performance goals in 1999:

• The State Department, in seeking to ad-
vance the Middle East peace process, will
achieve significant progress towards fulfill-
ing the goals of the Oslo Accord.

• The State Department will avert or defuse
regional conflicts where critical national
interests are at stake through bilateral
U.S. assistance and U.N. peacekeeping ac-
tivities.

• The State and Defense Departments will
ensure that the armed forces of NATO’s
‘‘candidate countries’’ can operate in a
fully integrated manner with other NATO
forces upon their planned entry into
NATO.

• The State and Defense Departments and
the Agency for International Development
(USAID) will achieve significant progress
toward implementing the Dayton Accords
in Bosnia.

• The State Department and USAID will
help Russia and the other former Soviet
republics strive to achieve a per capita
Gross Domestic Product (GDP) growth
rate, a share of GDP generated by the pri-
vate sector, and an average of Freedom-
House indicators of democratic and politi-



15713. INTERNATIONAL AFFAIRS

will increase the Bank’s support for small
and medium-sized exporters.

• OPIC will increase, from 1997 levels, the
amount of U.S. investment in developing
countries assisted through OPIC-spon-
sored projects.

• TDA will increase, from 1997 levels, the
ratio of TDA-supported exports to TDA ex-
penditures and the percentage of TDA
projects that ultimately yield U.S. exports.

• USAID, through bilateral assistance, and
the Treasury Department, through its con-
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promotes democracy by funding exchanges
of people and ideas with other countries.
The exchange, training, and foreign broadcast-
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1 Measured by the amount of funds allocated, not the number of
projects.

14. GENERAL SCIENCE, SPACE, AND
TECHNOLOGY

Table 14–1. FEDERAL RESOURCES IN SUPPORT OF GENERAL
SCIENCE, SPACE, AND TECHNOLOGY

(In millions of dollars)

Function 250 1997
Actual

Estimate
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The budget proposes $18.5 billion to conduct
these activities. The Government also seeks
to stimulate private investment in these activi-
ties through over $2 billion a year in tax
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recurring costs under $500,000; 24-hour
ground turnarounds; safe abort landings;
landings in cross winds up to 20 knots;
and flights through rain and fog.

Human Exploration and Development of
Space (HEDS) programs, for which the budget
proposes $5.8 billion, focus on human space
exploration. In 1997, HEDS programs sup-
ported the successful launch of eight Space
Shuttle flights, a continuous U.S. presence
on the Russian Mir space station, and contin-
ued construction of the International Space
Station. In 1998, assembly of the International
Space Station will begin in Earth orbit.
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• Over 80 percent of schools participating
in a systemic initiative program will: 1)
implement a standards-based curriculum
in science and mathematics; 2) further
professional development of the instruc-
tional workforce; and 3) improve student
achievement on a selected battery of tests,
after three years of NSF support.

• NSF will fund intensive professional devel-
opment experiences for at least 75,000 pre-
college teachers.
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• BER will complete 70 percent of the ge-
netic sequencing of over 10 additional mi-
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15. ENERGY
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DOE corporate management also ensures
that its work is done with a concern for
the environment, safety, and health (ES&H)
of its workers and the public. DOE is shifting
from a reactive approach to ES&H matters
to one that stresses prevention and integrates
sound ES&H management practices into
DOE’s day-to-day work.

• In 1999, DOE will implement integrated
safety management systems at 10 priority
facilities and in all major M&O contracts.

• In 1999, DOE will conduct self-assess-
ments at all DOE sites to identify ES&H
deficiencies and vulnerabilities, and de-
velop and pursue corrective action plans.

Energy Resources

DOE maintains the Strategic Petroleum
Reserve (SPR) and operates various R&D
investments to protect against petroleum sup-
ply disruptions and reduce the environmental
impacts of energy production and use. Created
in 1975, the SPR now has 563 million
barrels of crude oil in underground salt
caverns at four Gulf Coast sites. The SPR
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Energy Production and Power Marketing



172FERC), an independent agency within DOE,2
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1 The Natural Resources and Environment function does not re-
flect total Federal support for the environment and natural re-
sources. It does not include, for instance, the environmental clean-
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17716. NATURAL RESOURCES AND ENVIRONMENT

1992 1993 1994 1995 1996 1997 1998 1999
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of hazardous, industrial nonhazardous, and
municipal solid wastes by requiring proper
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17. AGRICULTURE

Table 17–1. FEDERAL RESOURCES IN SUPPORT OF AGRICULTURE
(In millions of dollars)
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important region for U.S. farm exports, ac-
counting for 42 percent of total U.S. export
sales in 1996. Consequently, the financial
turmoil in certain Asian countries could affect
U.S. exports.

The 1996 Farm Bill

Known officially as the Federal Agriculture
Improvement and Reform Act (FAIR) of 1996,
the Farm Bill was a milestone in U.S.
agricultural policy. The bill, effective through
2002, fundamentally redesigns Federal income
support and supply management programs
for producers of wheat, corn, grain sorghum,
barley, oats, rice, and cotton. It expands
the market-oriented policies of the previous
two major farm bills, which have gradually
reduced the Federal influence in the agricul-
tural sector.

Under previous laws dating to the 1930s,
farmers who reduced plantings when prices
were low could get income support payments,
but farmers had to plant specific crops in
order to receive support payments. Even
when market signals might have suggested
planting a different crop, farmers had limited
flexibility to dAL Y Byw cuntast,o the 196-

butdeclintinn

2002,

income supportfromd plantintdecisgioe, ans
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18517. AGRICULTURE

Economic Research and Statistics: The
Federal Government spends about $160 mil-
lion to improve U.S. agricultural competitive-
ness by reporting and analyzing economic in-
formation. The Economic Research Service pro-
vides economic and other social science infor-
mation and analysis for decision-making on ag-
riculture, food, natural resources, and rural
America. The National Agricultural Statistics
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• increase the acreage of restored wetlands
to 1.34 million acres, from an estimated
1.2 million acres in 1998.

For more information on conservation, and
USDA’s investments in public land manage-
ment, see Chapter 16, ‘‘Natural Resources
and Environment.’’ USDA programs also help
to maintain vital rural communities, as de-
scribed in Chapter 20, ‘‘Community and Re-
gional Development.’’

Agricultural Credit: USDA provides about
$600 million a year in direct loans and over
$2.5 billion in guaranteed loans for farm oper-
ating and ownership. Direct loans, which carry
interest rates at or below those on Treasury
securities, generally go to beginning or socially
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18. COMMERCE AND HOUSING CREDIT

Table 18–1. FEDERAL RESOURCES IN SUPPORT OF COMMERCE
AND HOUSING CREDIT

(In millions of dollars)

Function 370 1997
Actual

Estimate

1998 1999 2000 2001 2002 2003

Spending:
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Table 18–2. SELECTED FEDERAL COMMERCE AND HOUSING CREDIT
PROGRAMS: CREDIT PROGRAMS PORTFOLIO CHARACTERISTICS

(Dollar amounts in millions)

Dollar volume of
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families with children living in low-pov-
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Commerce’s Census Bureau collects, tab-
ulates, and distributes a wide variety of
statistical information about Americans and
the economy, including the constitutionally-
mandated decennial census. In 2000, the
Census Bureau will conduct a decennial census
that will reduce the net undercount by almost
1.6 percent, compared to the 1990 Census.
In addition, Commerce’s Bureau of Economic
Analysis (BEA) prepares and interprets U.S.
economic accounts, including the Gross Domes-
tic Product (GDP), wealth accounts, and the
U.S. balance of payments.

•
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latory Organizations with CFTC standards
for registration, sound financial practices,
and effective enforcement programs.

• The CFTC will review every designation
application and rule change request, with
the exception of stock index futures (which
require SEC approval) within 10 to 45
days and reshire SEC approval) within 1C approaaCgx fuT*

0sand reshire13SEC app(e.g., Creqago Bo2 T(whTroaej
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19519. TRANSPORTATION

The average State gasoline tax was 19.6
cents per gallon in 1996. State and local
governments accelerate their infrastructure
projects through debt financing, such as bonds
and revolving loan funds. Under the State
Infrastructure Banks program, the Federal
Government provides funds to help States
underwrite debt issuance for highway and
transit projects. Under the new Transportation
Infrastructure Credit Enhancement Program,
the Federal Government would provide grants,
which could be supplemented by non-Federal
contributions, to create Revenue Stabilization
Funds to help secure private debt financing
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gation. These funds augment other airport
funding sources, such as bond proceeds, State
and local grants, and passenger facility
charges. With 98 percent of the population liv-
ing within 20 miles of one of these airports,
most citizens have excellent access to air
transportation.

• In 1999, DOT will seek to reduce the num-
ber of volume- and equipment-related
delays to 30.7 per 100,000 flight oper-
ations, from a 1994 base level of 36.9
delays per 100,000 flight operations.

Other Transportation: For the Nation’s
commercial shipping inf
tructure, Fedopelv-

and locaauthor circeswhich.9
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20. COMMUNITY AND REGIONAL
DEVELOPMENT

Table 20–1. FEDERAL RESOURCES IN SUPPORT OF COMMUNITY
AND REGIONAL DEVELOPMENT
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ment, and acquiring or clearing land. Seventy
percent of CDBG funds go to over 950 central
cities and urban counties, the remaining 30
percent to States to award to smaller localities.
CDBG’s Section 108 Loan Guarantee Program,
along with Economic Development Initiative
Grants, gives Federal guarantees to private in-
vestors who buy debt obligations issued by
local governments, thus giving communities ef-
ficient financing for housing rehabilitation,
economic development, and large-scale phys-
ical development projects. The Indian CDBG
program focuses mainly on public infrastruc-
ture, community facilities, and economic devel-
opment. In 1997, 131 Tribes received a total
of $67 million in CDBG grants through com-
petition.

HOME: The budget proposes $1.5 billion in
flexible grants to States and communities to
address their most severe housing needs. Eligi-
ble activities of this program (which is classi-
fied in the Income Security function) include
new construction, rehabilitation, acquis TD

ii-

HOBG fundtwho ilie fo, rehabilite 262,000de
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ARC that would establish the Delta Regional
Commission to assist in the Region’s economic
development.

Tax Expenditures

The Federal Government provide l
egional
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* Revised February 27, 1998.

21. EDUCATION, TRAINING, EMPLOYMENT,
AND SOCIAL SERVICES *

Table 21–1. FEDERAL RESOURCES IN SUPPORT OF EDUCATION,
TRAINING, EMPLOYMENT, AND SOCIAL SERVICES

(In millions of dollars)

Function 500 1997
Actual

Estimate

1998 1999 2000 2001 2002 2003

Spending:
Discretionary Budget Authority .... 42,488 46,365 48,608 49,139 49,420 49,297 48,883
Mandatory Outlays:

Existing law ................................ 13,690 13,126 12,090 11,157 10,867 10,067 12,085
Proposed legislation .................... .............. –158 1,789 2,877 3,490 3,968 4,442

Credit Activity:
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grade NAEP (administered in 1998 and
every two years thereafter).

Public School Choice: Charter schools in-
troduce innovation and choice into public
schools. In 1997, about 700 charter schools
were operating around the Nation, of which
about 420 received Federal funding. In 1999,
at least 1,500 charter schools will be operating,
continuing progress toward the President’s
goal of 3,000 charter schools by 2001.

Voluntary National Tests: The Adminis-
tration’s proposed voluntary national 4th grade
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DOL has launched several longitudinal eval-
uations of its job training programs over
the pass1999 decades, including major impact
evaluations of the Job Corps and Dislocated
Worker Assistance programs. Pass1studies
have found mixed, but generally positive longitudinal eval-
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AmeriCorps: AmeriCorps will engage
56,000 Americans of all ages and backgrounds
in community service, and provide education
awards in return for such service.

• In 1999, AmeriCorps VISTA members will
generate cash and in-kind resources for
their sponsoring organizations at a rate
of $2.50 for every $1 of Federal funds.

Learn and Serve America: This program
provides opportunities for one million students
to improve their academic learning while par-
ticipating in service-learning projects in
schools, universities, and communities.

• In 1999, 200,000 high school and college
students in Learn and Serve projects will
provide literacy tutoring to children in
grades K–3.

National Senior Service Corps: The
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1



21522. HEALTH

In 1998, HCFA and the National Association
of State Medicaid Directors will conduct three
formal consultation meetings to:

• identify areas of performance measure-

•





21722. HEALTH

• Agency for Health Care Policy and Re-
search: Release and disseminate Medical
Expenditure Panel Survey data and asso-
ciated products to the public within nine
to 12 months of data collection.

• Office for Civil Rights: Increase the num-
ber of managed care plans e Poc1aiancne

tochildren by0 10percentn.
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new life-saving drugs, biological products, and
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lent workplace injuries and illnesses,
OSHA over the next two years will reduce
workplace injuries and illnesses by 20 per-
cent in 50,000 workplaces.

• MSHA will, in 1999, reduce fatalities and
lost workdays in all mines to below the
average number recorded for the previous
five years.
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23. MEDICARE
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stay, and hospice services provided to bene-
ficiaries. Part A’s Hospital Insurance (HI)
Trust Fund receives most of its income from
the HI payroll tax—2.9 percent of payroll,
split evenly between employers and employees.

Part B

Part B coverage is optional, and it is
available to almost all resident citizens age
65 or older and to people with disabilities
who are entitled to Part A. About 96 percent
of those enrolled in Part A have chosen
to enroll in Part B. Enrollees pay monthly
premiums that cover about 25 percent of
Part B costs, while general taxpayer dollars
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administrative efficiency, and a reduction in
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* Revised February 27, 1998.

24. INCOME SECURITY *

Table 24–1. FEDERAL RESOURCES IN SUPPORT OF INCOME
SECURITY

(In millions of dollars)

Function 600 1997
Actual

Estimate

1998 1999 2000 2001 2002 2003
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about 35 percent of the estimated total number
of unemployed. Those who are not covered
include new labor force entrants, re-entrants
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definitions for developing official poverty sta-
tistics. Census counts income from cash alone,
including Government transfers.

Effectiveness in Reducing Poverty: Based
on special tabulations from the March 1997
Current Population Survey (CPS), 57.5 million
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25. SOCIAL SECURITY



230THE BUDGET FOR FISCAL YEAR 1999Table 25–2. MILLIONS BENEFIT FROM SOCIAL SECURITY(Number of OASDI beneficiaries)Thousands ofbeneficiaries1997Actual1999EstimateRetired workers and families:Retired workers .............................................................................................. 26,927 27,583Wives and husbands ...................................................................................... 2,953 2,911Children .......................................................................................................... 444 451Survivors of deceased workers:Children .......................................................................................................... 1,907 1,948Widowed mothers and fathers with child beneficiaries in their care ........ 233 235Aged widows and widowers, and dependent parents .................................. 5,004 5,040Disabled widows and widowers ..................................................................... 183 193Disabled workers and families:
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What has caused the growth? More and
more baby boomers are reaching the age
at which they are increasingly prone to
disabilities; the number of women insured
has risen; and laws, regulations, and court
decisions have expanded eligibility for benefits.
In addition, the annual share of beneficiaries
leaving the rolls has fallen steadily, making
it more important to ensure that those remain-
ing on the rolls are all, in fact, eligible
for benefits. To maintain DI’s integrity, the
Administration proposes to maintain support
for continuing disability reviews (CDRs)—
a periodic review of individual cases that
ensures that only those eligible continue
to receive benefits.

The budget proposes a Ticket to Independ-
ence pilot program to encourage DI bene-
bbt
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23526. VETERANS BENEFITS AND SERVICES

In addition, VA has formed a national
partnership with the American Hospital Asso-
ciation, the American Medical Association,
the American Nurses Association, and other
national associations to ensure patient quality
of care.

By 2003, VA plans to:

• increase the number of patients with high
volume common disease entities who are
treated using clinical guidelines to 90 per-
cent (and to 60 percent in 1999);

• increase the scores on the Chronic Disease
Index to 95 percent (and to 91 percent
in 1999); and

• increase the scores on the Prevention
Index to 95 percent (and to 87 percent
in 1999).

Smoking Cessation: The budget proposes
a new smoking-cessation program for any vet-
eran who began smoking in the military. The
program will be delivered by private providers
on a per capita basis.

• In 1999, VA will establish at least one
contract in each State to implement smok-
ing cessation programs in order to reduce
the number of veterans that smoke by 10
percent over five years.

Medical Research: VA’s research program
provides about $300 million to conduct basic,
clinical, epidemiological, and behavioral stud-
ies across the entire spectrum of scientific dis-
ciplines, seeking to improve veterans medical
care and health and enhancing our knowledge
of disease and disability. VA is reorganizing
its research to ensure that all projects clearly
relate to the health care of veterans. In 1999,
VA will focus its research efforts on aging,
chronic diseases, mental illness, substance
abuse, sensory lspectrum of scTw
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Compensation: Veterans with disabilities
resulting from, or coincident with, military
service receive monthly compensation pay-
ments, based on the degree of disability. The
payment does not depend on the veteran’s in-
come or age, or on whether the disability is
the result of combat or a natural-life affliction.
It does, however, depend on the average fall
in earnings capacity that the Government pre-
sumes for veterans with the same degree of
disability. Survivors of veterans who die from
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get 36 months worth of payments, bur
0 gy
must certify monthly
0 ar
0 gy are in school.
DOD may provide additional benefits to help
recruit certain specialties and critical skills.
Nearly
310,000 veterans and service members
will use
0 gse
benefits in 1999. The MGIB
also provides education benefits to reservists
while
0 gy are in service. DOD pays
0 gse
N33 TwaD pIe MGIB, over 76ans a
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27. ADMINISTRATION OF JUSTICE

Table 27–1. FEDERAL RESOURCES IN SUPPORT OF
ADMINISTRATION OF JUSTICE
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grow, in part, due to sentencing requirements
tied to Federal prison grant funds. In the Fed-
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With regard to drug abuse:

• Federal and non-Federal entities will work
together to reduce the availability and
abuse of illegal drugs.

Separately, the Office of National Drug
Control Policy will present a comprehen-
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and promotes labor-management partnerships
throughout the Executive branch—partner-













 

TE–2 ANALYTICAL PERSPECTIVES

6 Joint Committee on Taxation, ‘‘Estimates of Federal Tax Expenditures for Fiscal Years
1998–2992,’’ JCS–22–97, December 15, 1997; and Committee on the Budget, United States
Senate, ‘‘Tax Expenditures: Compendium of Background Material on Individual Provisions,’’
prepared by the Congressional Research Service (S. Prt. 104–69, December 1996).

7 While this section focuses upon tax expenditures under the income tax, tax preferences
also arise under the unified transfer, payroll, and excise tax systems. Such preferences
can be useful when they relate to the base of those taxes, such as an excise tax exemption
for certain types of meritorious consumption.

abroad. The results of these studies are summarized
in the context of the three specific provisions in the
section that follows, which provides provision descrip-
tions.

For the next year, the Administration’s plan is to



 

TE–35. TAX EXPENDITURES

tures, regulations often largely rely upon voluntary
compliance, rather than detailed inspections and polic-
ing. As such, the public administrative costs tend to
be modest, relistraty
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